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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

Don Storm Chair
Tom Burton Commissioner
Marshall Johnson Commissioner
Cynthia A. Kitlinski Commissioner
Dee Knaak Commissioner

In the Matter of the Petition of Otter Tail
Power Company for Approval of Its 1995
Estimated Capital Structure Prior to the
Issuance of Securities 

ISSUE DATE:  January 4, 1995

DOCKET NO. E-017/S-94-1040

ORDER APPROVING CAPITAL
STRUCTURE FILING WITH
MODIFICATION

PROCEDURAL HISTORY

On November 8, 1994, Otter Tail Power Company (Otter Tail or the Company) filed a request
for Commission approval of the Company's estimated 1995 capital structure.  
Otter Tail also requested permission to issue securities in 1995.

On November 23, 1994, the Department of Public Service (the Department) filed comments
recommending acceptance of the filing.  The Department stated that the Company's proposed
capital structure would provide sufficient financial flexibility for Otter Tail while allowing the
Commission the opportunity for regulatory oversight.

On December 22, 1994, the matter came before the Commission for consideration.

FINDINGS AND CONCLUSIONS

I. OTTER TAIL'S CAPITAL STRUCTURE FILING

Otter Tail estimated its December 31, 1994, and December, 1995 capital structures would be as
follows (in thousands):

December 31, 1994 December 31, 1995

Long Term Debt $172,767 44.4% $171,602 42.7%
Preferred Shares    38,831 10.0     38,831  9.7
Common Equity  176,121 45.2  180,716 44.9
Short Term Debt     1,600    .4    10,800  2.7

Total Capitalization $389,319 100.0% $401,949 100.0%

Otter Tail requested approval of a contingency window of ten percent around its estimated equity
ratio, for a range of 40.41 percent to 49.39 percent.  The Company also requested approval of a
capitalization contingency of $60,292,000, with a total capitalization not to exceed
$462,241,000.  The Company's requested capitalization contingency would equal approximately
15 percent of its estimated 1995 total capitalization.
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Otter Tail stated that it does not plan to issue any long term securities in 1995.  It did not,
therefore, provide specific information regarding use of the capital contingency, maturity dates,
or interest rates of any long term bonds that would be used.  It did include general statements
indicating that decisions regarding long term issuances would be made as necessary.

At the December 22, 1994, meeting, the Company explained that certain possible uses of capital
from securities issuances were too uncertain to include in its filing.  The possibility of these uses
of capital, however, raised the level of the necessary capitalization contingency.  The Company
mentioned as examples the external funding of Financial Accounting Standards Board funding
and the issuance of a long-term leveraged Employee Stock Option Plan.

II. COMMISSION ACTION

Minn. Rules, Part 7825.1400 requires petitions for approval of capital structure to include: the
purpose for which the securities are to be issued; a description of the securities; an estimate of
the interest or dividend cost per $100 principal amount, except in the case of common stock; and
a statement of the manner in which the securities will be issued.  Because the Company does not
anticipate actual long term issuances in 1995, its petition does not contain this information.

While the Commission appreciates that the Company cannot provide specifics for issuances it
does not currently plan, the Commission is concerned with the lack of specific information
combined with the sizeable proposed capitalization contingency.  The Commission finds that its
ability to oversee the Company's capitalization is limited by the lack of information in the filing. 
As an example, the Company's large proposed contingency could enable the Company to
substantially increase its diversification portfolio without Commission knowledge or review.

The Commission believes that a capitalization contingency of ten percent should provide the
Company sufficient flexibility to cover typical financial uncertainties while providing the
Commission sufficient opportunity for regulatory oversight.  The Commission finds that the
Company's capital structure as filed, with a ten percent capitalization contingency, is appropriate
and reasonable.  The Commission will approve the Company's filing with this modification.
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ORDER

1. The Commission approves Otter Tail's November 8, 1994, capital structure filing, with
one modification: the requested capitalization contingency is decreased from
approximately 15 percent of the Company's estimated 1995 total capitalization to ten
percent of the estimated 1995 total capitalization.

2. This Order shall become effective immediately.

BY ORDER OF THE COMMISSION

Burl W. Haar
Executive Secretary
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